U S. Department of Agriculture RD I nstruction 444.8
Farmers Hone Adm ni stration

RURAL HOUSI NG SI TE LOAN PCLI CI ES, PROCEDURES, AND
AUTHCRI ZATI ONS

I GENERAL: This Instruction sets forth the policies and procedures and

del egates authority for making Rural Housing Site (RHS) | oans under Sections
523 and 524 of the Housing Act of 1949. Any processing or servicing activity
conduct ed pursuant to this subpart involving authorized assistance to FnHA
enpl oyees, nmenbers of their famlies, known close relatives, or business or

cl ose personal associates, is subject to the provisions of Subpart D of Part
1900 of this chapter. Applicants for this assistance are required to identify
any known rel ationship or association with an FHA enpl oyee. Section 523

| oans are direct |oans for the purchase and devel opment of building sites for
housing to be built by the Self-Help nethod; they have additional requirenents
whi ch are contained in paragraph XVII1 of this Instruction. (Revised 02-04-
93, SPECI AL PN.)

Il  OBJECTIVES: The basic objective of RHS |oans is to assist public or
private nonprofit organizations interested in providing sites for housing, to
acquire and develop land in rural areas. This land will be subdivided into
adequate building sites and sold on a nonprofit basis to (a) famlies eligible
for I ow and noderate incone Section 502 Rural Housing (RH) |oans, including
sel f-hel p housing; (b) cooperative Rural Cooperative Housing (RCH) applicants
and broadly based nonprofit Rural Rental Housing (RRH) applicants; and (c)
applicants eligible for Housing and Urban Devel opnent (HUD) Sections 235 and
236 insured nortgages.

11 DEFINITIONS: As used in this Instruction

A. A "private nonprofit organization" is a corporation which (1) is
owned and controlled by private persons, (2) is organi zed and operated
for purposes other than making gains or profits for the corporation or
menbers, and (3) is legally precluded fromdistributing to its nenbers
any gains or profits.

B. A "public nonprofit organization" is a nonprofit corporation other
than a private nonprofit corporation, including a municipal corporation
or other corporate agency of a State or |ocal governnent.

C. "Rural area" is open country or rural places as defined in {1944.10
of Subpart A of Part 1944. (Revised 12-21-81, Special PN.)

D. "Devel opnent cost" neans the cost of purchasing and devel opi ng the
sites including engineering and | egal fees, streets, roads, utilities,
m ni nrum essential adm nistrative costs, necessary equi prent and
estimated interest which the borrower cannot pay from other sources.
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E. "RHS Section 523 loan" means a |l oan to an organi zati on which will
provide sites for housing to be built by the self-help nethod.

F. "RHS Section 524 |oan" means a |l oan to an organi zati on which wll
provide sites for housing to be built with no limtation as to the
net hod of construction that will be used.

G "OCGC' neans the Regional Attorney in charge serving the State in
whi ch the RHS project is |ocated.

IV ELIGBILITY REQU REMENTS:

A FEligibility of Applicant. To be eligible for an RHS | oan, the
applicant nmust be a private or public nonprofit organization as defined
in paragraph Il A or B which is authorized to provide housing sites on
a nonprofit basis. (Revised 6-17-70 - PN 209.)

1. If it is a private nonprofit organi zation as defined in
paragraph 111 A it should al so:
a. Have a nenbership as follows: |If an established

organi zation, the nenbership nust include some |ocal community

| eaders; if a new organization, it should have at |east 10

| ocal community leaders. |n addition to the comunity | eaders,
the menbership may, in either case, include persons eligible to
buy and interested in buying the devel oped sites. (Revised 8-

12-70 - PN 218.)

b. Plan to adopt, if it is being newy organi zed, Articles of

I ncorporation and Byl aws that generally conformto Exhibits C,
D, or D1 of Subpart E to Part 1944, wth changes appropriate
to the purposes and powers of an eligible applicant under this
Instruction. The proposed Articles and Byl aws shoul d be
reviewed by the Ofice of the General Counsel (OGC) and adapted
for use in the respective States. (Revised 02-21-91, SPECI AL
PN.)

B. Authorized Representative of Applicant. The FmHA will deal only
with the applicant or a bonafide representative of the applicant or the
representative's technical advisors. An authorized representative of
the applicant nust have no pecuniary interest in the award of the

engi neering, architectural or construction contracts, necessary

equi prent or the purchase or devel opnment of the | and.

V LOAN PURPOSES: RHS | oans nmay be made to qualified applicants:

A. For the purchase and devel opment of adequate sites, including the
construction of essential access roads, streets, utility lines, and
necessary equi pment which will becone a permanent part of the

devel opnent. |If public water and waste di sposal facilities are not
avai l abl e and cannot reasonably be provided on a comunity basis with
ot her financing, including FHA Water and Waste Di sposal association
| oans, funds may be included for this purpose.
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B For the paynent of necessary engineering fees, |egal fees, and
cl osi ng costs.

C For the paynent of actual cash cost of incidental admnistrative
expenses such as postage, tel ephone, advertising, and tenporary secretarial
help, if funds to pay these expenses are not otherw se avail able. The
esti mated cost of these itens should be identified and shown in the budget.

D To provide for needed | andscapi ng, planting, seeding, or sodding, or
ot her necessary facilities related to buildings such as wal ks, parking areas,
and dri veways.

E Wen legally required by proper local, county, or State governnental
bodi es as a condition for subdivision approval, RHS | oan funds may be used to
provi de common areas, play grounds, and tot lots, provided such facilities are
dedi cated to, and mmintai ned by, a public body. (Added 5-31-78, PN 624.)

VI LIM TATI ONS

A Loan Linmts. No RHS loan(s) will be nmade to any applicant which wl]l
result in the applicant's owi ng an unpaid principal balance of nore than
$100, 000 on such loan(s) unless prior authorization for a larger loan is
obtained fromthe National Office. No such loan will exceed the devel opnent
cost as defined in paragraph Il D, or the value of the property as inproved
with the | oan unless the excess amount will be recovered through assured
refunds before the maturity of the loan, from sources such as utility
conpanies for facilities initially financed with the RHS | oan. These
l[imtations also apply to cases in which the sane persons hold a majority of
the menbership interests or constitute a majority of the directors of two or
nore applicants. (Revised 5-17-71 - PN 258.)

B Limtations of Use of Loan Funds. Loans will not be made for:

1 The purchase of land in excess of the imediate and identified needs
inthe locality.

2 The purchase of land froma nenber of an applicant-organi zation, or
from anot her organi zati on i n whi ch any nenber of the applicant-organization has
an interest, without prior consent of the National Cfice.

3 Refi nanci ng of debts, except in accordance with paragraph VI E of
this Instruction.

4 Paynent of any fee, charge, or conmission to any broker, negotiator
or other person for the referral of a prospective applicant or solicitation of
a | oan.

5 Paynent of any fee, salary, commission, profit, or conpensation to

an applicant, or to any officer, director, trustee, stockholder, nenber or
agent of an applicant, except as provided in paragraph V B. No contract or
agreenent for services to be paid for with loan funds shoul d be executed by the
applicant without prior approval of the State Director
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C Sale of Developed Sites. The sites developed with a Section 524 | oan
nmust be for housing | ow and noderate-incone fanmlies and may be sold to
famlies, nonprofit organizations, public agencies, and cooperatives eligible
for assistance under any Section of Title V of the Housing Act of 1949, or
under any other | aw which provides financial assistance. For exanple, this
may include: (Revised 2-12-75 - PN 452)

1 Individuals with | ow and noderate incomes eligible for HD
nortgages. (Added 2-12-75 - PN 452)

2 Individuals with | ow and noderate inconmes eligible for Veterans
Adm nistration (VA) guaranteed | oans. (Added 2-12-75 - PN 452)

3 Individuals with | ow or noderate incones eligible for a | oan from

any private |lender which is authorized by law to provide financial assistance
for housing. (Added 2-12-75 - PN 452)

4 Nonprofit organi zati ons funded by Federal, State or |oca
governnents carrying out prograns for | ow and noderate-inconme fanilies to
obtai n housing. (Added 2-12-75 - PN 452)

5 State or |ocal public agencies such as a housing authority or a
housi ng fi nance devel oprment agency carrying out prograns for | ow and noderate-
incone famlies to obtain housing. (Added 2-12-75 - PN 452)

D Suitability of Sites. Sites will neet the requirenents of the
pl anned use; for exanple, individual housing or multiple housing or any
conbi nation thereof. Building sites nust be well |ocated and designed to
provide a desirable living environnent. Cenerally a loan will not be nmade for
t he devel opnent of |ess than 10 units, but they need not be contiguous.

E (Gbligations Incurred Before Loan O osing. Wen an applicant files an
application for a loan, the County Supervisor will advise the applicant that
devel opnent work nust not be started and obligations for work, materials, or
| and purchase nmust not be incurred before the loan is closed. |If,
nevert hel ess, the applicant incurs obligations for work, materials, or |and
purchase before the loan is closed, the State Director may authorize the use
of loan funds to pay such obligations only when he finds that all the
foll owi ng conditions exist:

1 The obligations were incurred after the applicant filed a witten
application for a | oan.

2 The applicant is unable to pay such obligations fromits own
resources or to obtain credit fromother sources, and failure to authorize the
use of loan funds to pay such debts would inpair the applicant's financial
posi ti on.

3 The obligations were incurred for authorized | oan purposes.

4 Contracts, materials, devel opment and any | and purchase meet FnHA
standards and requirenents.

5 Payment of the obligations will renove any |iens which have
attached, and any basis for liens that may attach, to the property on
account of such obligations or such work, materials, or |land purchase.
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VI SPECI AL CONDI TI ONS

A Evidence of Need. Loans will be nade on the basis of the applicant
providing firminformation as to the nunber of sites to be devel oped and
evi dence of a need for the proposed building sites in the locality.

B Nondiscrimnation. Recipients of RHS | oans must agree not to
discrimnate or to permt discrimnation or segregation in the sale of the
devel oped sites. Borrowers will execute Form RD 400-4, "Nondiscrimnation
Agreenent," before loan closing. This requirement should be discussed with
t he applicant organization as early in the negotiations as possible. The
borrower will be required to agree with the Equal Enpl oyment Qpportunity
provi sions contained in Section 3 of Exhibit B of this Instruction.

C Supervisory Assistance. Supervision will be provided borrowers to
t he extent necessary to achieve the objectives of the [oan and to protect the
interests of the Governnent. County Supervisors will counsel with applicants
in selecting locations that will provide essential services and facilities and
will result in the devel opnment of desirable residential comunities.

D Loan Resolution. A Loan Resolution will be adopted by the
applicant's Board of Directors or simlar governing body. Exhibit B of this
Instruction should be used. |[If any provisions are not appropriate to a
particul ar case, proposed substitute | anguage should be submitted to the
National Ofice with the recommendations of the State Director.

E Developnent Policies. Developnent will be planned and perforned in
accordance with Subparts A and C of Part 1924 of this chapter. (Revised 6-22-
87, SPECI AL PN.)

F Water and Waste Disposal Facilities. |If public water and waste
di sposal facilities are not available and these facilities will be provided on
a community basis with funds included in the RHS loan or with other financing,
provi sion should be made to form an organi zati on with menbers who will provide
conti nui ng mai nt enance and managenent of facilities. The cost of the
facilities should be considered as a cost of developing the sites and incl uded
in the price charged for the Iots when they are sold.

G Compliance with Local Codes and Requlations. Planning and
devel opnent of sites will conply with all State, county, and | ocal planning
and zoning requirenments, and will be for housing that will conformw th any
appl i cabl e | aws, ordinances, codes, and regul ati ons governing such matters as
construction, heating, plunbing, electrical installation, fire prevention
heal th, and sanitation. (Revised 5-31-78, PN 624.)

H Optioning of Land. If a loan includes funds to purchase real estate,
t he applicabl e provisions of Subpart A of Part 1943 regarding options will be
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followed. After the loan is approved, the County Supervisor will have Form RD
440- 35, "Form Letter - Acceptance of Option,"” or other appropriate form of
accept ance, conpleted, signed by the applicant, and nailed to the seller
(Revised 1-2-79, SPECIAL PN.)

I Use of and Accountability for Loan Funds. Supervised bank accounts
wi Il not be used except when their requirenment is made or authorized by the
State Director for cases where adequate bonding is not available. If a
supervi sed bank account is used, collateral for deposits of funds will be
pl edged i n accordance with Section 1902.7 of Subpart A of Part 1902. Al |oan
funds and funds from other sources to be used to pay the devel opnent costs of
the site, as well as proceeds fromthe sale of any sites, will be deposited in
accordance with Subpart A of Part 1902. The County Supervisor will see that
funds for |land purchase are paid to the seller sinultaneously with | oan
closing. After the loan is closed, nonthly reports will be provided to FnHA
of all disbursenents nmade and i nconme received by the borrower. Reports for
each month will be submitted to the FnrHA County Ofice during the first 10
days of the next nonth. No expenditures will be made w thout prior FnHA
consent for itens which are not included in the FnHA approved devel opnent cost
estimate or for anounts greater than those set forth in such estinmate.
(Revised 7-6-81, SPECI AL PN.)

J | nsurance. The State Director will determne the m ni num anobunts and
types of insurance the applicant will carry.

1 Sui tabl e Wrkman' s Conpensation Insurance will be carried by the
applicant for all its enpl oyees.

2 The applicant will be advised of the possibility of incurring
liability and encouraged, or required when appropriate, to obtain liability
i nsurance. (Revised 6-10-79 - PN 208.)

K Bondi ng.

1 The provisions of Subpart A of Part 1924 pertaining to surety bonds
are applicable to RHS Loans except that approved corporate surety bonds wll be
Required in all cases involving a devel opnent contract in excess of $20, 000,
unl ess an exception is made by the National Ofice. (Revised 5-28-80, PN 728.)

2 The applicant will provide fidelity bond coverage for its officers
and enpl oyees entrusted with the recei pt, custody, and disbursenent of its
funds and the custody of any other negotiable or readily sal eabl e personal
property. The anount of the bond will be at |east equal to the maxi mum anount
of such funds including funds in bank accounts, and property that the applicant
will have in its possession or control at any one time. |If permtted by State
law, the United States will be naned co-obligee in the bond. Form RD 440-24,
"Position Fidelity Schedul e Bond," nay be used if permtted by State | aw



VIl (Cont.) RD I nstruction 444.8

L Conditional commtnents for construction of hones on devel oped
sites. Conditional conmtnents may be issued on sites devel oped with an RHS
Section 524 |oan to pernmt homes to be constructed on sites prior to the sale
of the site to an eligible purchaser in accordance with the follow ng: (Added
10-27-76 - PN 541.)

1 The requirenents of Section 1944. 45 of Subpart A of Part 1944 nust
be net and a conditional commtnent issued prior to the start of construction
of the honme. (Revised 12-21-81, SPEA AL PN)

2 The conditional commtnent nust be issued to (a) an RHS borrower who
can legally provide the proposed housing and has the experience and training in
construction to the extent necessary to assure that the housing will be built
or (b) jointly to the RHS | oan borrower and a buil der who has the | egal
capacity, training and experience necessary to construct the housing. |In all
cases the follow ng | anguage will be added under "other conditions" on FormRD
1944-11, "Conditional Conmtnent:" (Revised 5-12-87, SPEQ AL PN)

(a) "Not withstanding the other provisions of this commtment the
sal e of conpl eted homes on sites devel oped with Section 524 Rural Housi ng
Site loans will be linited to famlies eligible for assistance under any
section of Title V of the Housing Act of 1949 or under any other |aw
whi ch provides financial assistance for housing | ow and noderate-i ncone
famlies. The approval of FnHA will be obtained prior to the sale of
each hone. The request for approval shall be subnitted to the | ocal FnHA
office along with (1) an application for an RH 502 | oan or (2) a
financial statement fromthe purchaser and verification of the other
credit that is available.”" (Added 10-27-76 - PN 541.)

(b) "The benefits of the nonprofit devel opment of the site(s) nust
be passed on to the purchaser. This will result in this site being sold
for $(price to be deternmned as provided for in paragraph XV B of this
Instruction.)" (Added 10-27-76 - PN 541.)

3 In arriving at the commtnent price for the site and the conpl et ed
hone, the value will be based on the present narket val ue of the house only,
plus the nonprofit selling price of the lot. (Added 10-27-76 - PN 541.)

4 If in order to obtain interimfinancing for the construction of the
hones, the RH site borrower requests a subordination by FrHA on i ndi vi dual
lots, the State Drector may approve the subordi nation by conpl eti ng and
executing a subordination in the format of Exhibit C of this Instruction.
(Added 10-27-76 - PN 541.)

5 FrHA' s lien on any lot will be released only at the time of sale to
an eligible purchaser. (Added 10-27-76 - PN 541.)
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6 The County Supervi sor shoul d provi de the necessary supervision to
assure that the RHS borrower takes the necessary action to assure that al
qualified builders in the area are aware of the availability of Rural Housing
sites and are given an equal opportunity to participate in this conditiona
commtnent program As a mininmum the borrower will be required to submt a
signed statenent indicating the actions taken including names and dates of
contacts with builders. (Added 10-27-76 - PN 541.)
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VIl RATES, TERMS, AND SOURCE OF FUNDS

A Interest Rate. Upon request of the applicant, the interest rate
charged by FnHA will be the lower of the interest rates in effect at the tine
of |l oan approval or loan closing. |If an applicant does not indicate a choice,
the loan will be closed at the interest rate in effect at the time of |oan
approval. Interest rates are specified in Exhibit B of RD Instruction 440.1
(available in any FnHA office) for the type of assistance involved. (Revised
2-25-86, SPECI AL PN.)

B Repaynent Period. Final paynent will be due two years after the
date of the |oan. When necessary to carry out the |oan purposes, the Nationa
O fice may authorize extension of maturity dates. As lots are sold before the
final due date of the note, the proceeds of the sales will be applied on the
account or any prior lien, or, with the prior approval of the National Ofice,
used in a manner consistent with the purposes of the [ oan and the security
interest of the Governmnent.

C Source of Funds. Loans under this Instruction will be nade as
i nsured | oans, except that | oans under PARAGRAPH XVII1 to devel op buil ding
sites for sale in connection with self-help projects will be made as direct
| oans.

IX SECURITY. Each loan will be secured by a nortgage on the property
purchased or inproved with the |oan, and a security interest in the funds held
by the corporation in trust for the Governnent, in accordance with the

provi sions of the required Loan Resol ution

X TECHNI CAL, LEGAL, AND OTHER SERVI CES.

A Apprai sals. The property will be appraised by an FrHA enpl oyee
aut horized to make real estate appraisals. The Appraisal will consist of a
narrative statenent prepared and signed by the authorized enpl oyee descri bing
in detail the itens considered in arriving at the value of the property. Two
values will be established by the appraiser.

1 The fair market value of the total property "as is."

2 The aggregate fair market value of the building sites after
devel opnent, based on the apprai sal of each devel oped | ot.
(Revi sed 8-19-70, PN 218.)

In determ ning the value of the property, the appraiser will consider the
val ue and selling prices of simlar building sites in the area. The selling
prices of simlar sites nmust be fully docunented.

B Title Cdearance and Legal Services. For a loan to a public
nonprofit organization, title clearance and | egal services will be obtained in
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accordance with instructions fromthe OGC, observing the provisions of

Subpart B of Part 1927 of this chapter, insofar as feasible. For a loan to a
private nonprofit organization, the provisions of Subpart B of Part 1927 of
this chapter regarding title clearance and | egal services will apply. The
applicant will be encouraged to have the sanme approved cl osi ng agent, where
practicable, performthe title clearance work in connection with the purchase
of land and the sale of the individual sites.

(Revi sed 03-31-92, SPECI AL PN.)

C Contracts for Legal Services. On projects requiring nore |ega
services than are customarily required for title clearance al one, the
applicant will be required to have a witten contract when |loan funds will be
used for legal services. Al such contracts will be subject to review and
approval by the State Director and therefore, should be submitted to the State
Director before execution by the applicant. Contracts will provide for the
types of service to be perfornmed and the anount of fees to be paid, either in
[ unp sumon the conpletion of all services or in installnments as services are
per f or med.

D Engi neering Services. On projects requiring engineering services, a
witten contract will be required between the engi neer and the borrower. All
such contracts will be subject to review and approval by the State Director
and therefore should be submitted to the State Director before execution by
the applicant. The form of contract nmust conformw th standard professiona
practices and describe the types of services to be performed and fees to be
pai d.

Xl PROCESSI NG APPLI CATI ONS

A Application. The application will be in the formof a letter to the
County Supervisor with the following information included in or attached to
the letter:

1 Nane and address of applicant.

2 A copy of, or an accurate citation to, the specific provisions of
State | aw under which the applicant is organi zed; a copy of the applicant's
Articles of Incorporation, Bylaws, and other authorizing docunents, the nanes
and addresses of the applicant's nenbers, directors, and officers; and if
anot her organi zation is a menber of the applicant organization its nare,
address, and princi pal business.

3 A current, dated, and signed financial statenent show ng assets, and
liabilities, together with information on the repayment schedul e and status of
each debt.

4 Evidence of inability to obtain credit fromother sources.

5 CGeneral description of the project

a Locati on and size of tract or tracts to be bought and/or
devel oped.
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b Nunber and size of individual sites planned together with a
detailed plot plan.

c Prelimnary engineering plans, if avail able.
6 Esti mate cost and amount of | oan needed.
7 Expl anation of applicant's financial contribution to the project.

8 A map showi ng the | ocation of and other supporting information on
nei ghbor hood and exi sting facilities such as distance to shoppi ng area,
nei ghbor hood churches, avail able transportation, drainage, sanitation
facilities, water supply available or planned, and access to essential services
such as doctors, dentists, and hospitals.

9 If facilities such as water and sewage systens, paved streets, and
utilities are not currently available, information on when and how they will be
provi ded.

10 Evidence of the need for the proposed sites in the locality by |ow
and noderate-incone fanmlies and other qualified applicants that are likely to
be able to obtain financing for a hore.

11 Witten evidence of any State, county, or |ocal planning, zoning or
ot her ordi nances inposing additional restrictions or requirenments upon the
proposed sites. (Added 5-31-78, PN 624.)

B County Supervisor's Review and Eval uation of Applications. The
County Supervisor wll:

1 Deternmine that the applicant neets the eligibility requirements of
par agr aph | V.

2 Verify that the information provided is accurate and conpl et e.
3 Det erm ne that:

a The sites will be located in a good residential area and that
essential facilities and services will be provided.

b The lots will be reasonable in cost and of a type FnHA can
appropriately finance.

c There is an imedi ate and ready nmarket for the proposed sites
in the planned | ocation.
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d The total nunber of sites planned does not exceed the nunber of
| oans the County Supervisor can reasonably expect to include in the rural
housi ng programor for which other credit is reasonably assured when the
sites are devel oped.

e Proposed subdi visions will conply with the | ocal codes and
ordi nances and al so neets the requirenents of Subpart C of Part 1924 of
this chapter. (Revised 6-22-87, SPECIAL PN)

4 Evaluate the manner in which the applicant plane to conduct its
busi ness and financial affairs.

5 Comment on the background of the nenbers, directors, and officials.

6 If he has questions about the proposal, send the inconplete docket to
the State Cfice for advice.

7 If for any reason the | oan cannot be rmade, informthe applicant.

C Completion of the Docket. |If the County Supervi sor determnes that
the applicant is eligible and the loan will be sound and proper, he should
request the applicant to make any needed revisions. 1In addition to the itens

required in the application the docket nust include:

1 A plot plan and detailed prelimnary plans and specifications for
devel opnent of the building sites.

2 A detail ed cost breakdown of the project for such itens as | and and
rights-of-way, utility installations or connections, on-site inprovenents,
engi neering and | egal services, and estimated interest.

3 If water and sanitary facilities are not publicly owed, a conplete
statement as to howthey will be provided and details about their ownership and
oper at i on.

4 Sati sfactory evidence of review and approval of the proposed
devel opnent by applicable State and | ocal officials whose approval is required
by State or local |aws, ordinances, or regul ations.

5 Satisfactory evidence that the appropriate public bodies will accept
and maintain all public facilities, including conmon areas, playgrounds, and
tot lots dedicated to such bodies.

(Added 5-31-78, PN 624.)
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D Preparation of Docket Forns.

1 REQUEST FCR OBLI GATION CF FUNDS AND FUND ANALYSI S, Forns FrHA 1944-
50, "Miultiple Fam |y Housing Borrower/Project Characteristics," and FrHA 1944-
51, "Miltiple Famly Housing oligation Fund Analysis," will be conpleted in
accordance with the Forns Manual Inserts (FM). (Revised 5-1-85, SPEC AL PN)

2  COANTY COW TTEE CERTI FI CATI ON OF RECOMVENDATI ON County Conmi tt ees
will not be used to review RHS | oan applications. (Renunbered 5-1-85, SPEQ AL

PN)
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E Assenbly, Review, and Distribution of Conplete Loan Docket Itens.
VWhen all itenms required for the conplete | oan docket have been furnished,
they will be exam ned thoroughly to make sure they are properly and accurately

prepared and are complete in all respects, including dates and signatures.
The | oan docket itenms will be assenbled in the follow ng order and distributed
as follows: (Revised 8-11-89, SPECI AL PN

FORM NAME OF FORM TOTAL NO SIGNED BY NO. FOR COPY FOR
NUMBER OR DOCUMENT___ OF COPIES _ BORROAER L OAN DOCKET BORRONER
Application Letter and 2 1 1-0 1-C

Attachnent s

FmHA 1910-11 Applicant, Certification 2 1 1-0 1-C
Federal Collection
Policies for Consuner or
Commerci al Debts

Evi dence of Legal 2 1 1-0 1-C
Aut hority (copy or citation

of specific Provisions of

State statutory authority)

Proof of Organization 2 1-0 1-C
(certified copy of Articles
of I ncorporation)
Certified copy of Bylaws 2 1 1-0 1-C
Li st of nanes and 2 1 1-0 1-C

addresses of officers,
directors and nunbers

Narrative plan and other 2 1 1-0 1-C
supporting information

Evi dence of Need

Certified Copy of Loan 1 1 1-0 -
Resol ution

FmHA 400- 4 Assur ance Agreenent 2 1 1-0O 1-C

FmHA 400- 1 Equal Opportunity 2 1 1-0 1-C
Agreenent (when applicabl e)

FrHA 400- 3 Notice to Contractors and3 - 1-C 1-C
Applicants

FmHA 400- 6 Conpl i ance St at enent 3 1 1-C 1-C

(when applicabl e)
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FORM NAME OF FORM TOTAL NO SIGNED BY NO FOR  COPY FOR
NUMBER OR DOCUNMENT OF COPI ES BORROAER LQAN DOCKET BORRONER
Survey of land given as 3 1 1-0 1-C

security, plans specifica-
tions, cost estinmates,
proposed manner of devel op-
ment

Operating budget (if 2 1 1-0 1-C
adm ni strative expenses
are to be included in | oan)

Appr ai sal Report with 1 - 1-0 -
Attachments

Prelimnary Title Opinion
and a Final Title Opinion
of a title insurance binder
and a nortgage title

i nsurance policy

Option or copy of deed,
purchase contract, or other
i nstrument of ownership

FnHA 1944- 50
Multiple Fam |y Housing 1 - 1+ -
Bor r ower/ Pr oj ect
Characteristics

FnmHA 1944-51
Multiple Fam |y Housing 2 2 1+ 1
bl i gati on- Fund Anal ysi s

*Data input to Finance Ofice through Field Ofice term nals.

F Submi ssion of conplete Docket. The conplete docket will be sent to
the State Ofice together with the District Director's comrents and
recommendati ons. (Revised 1-16-79, SPECI AL PN.)

G Loan Approval Authority and State Ofice Action. The State
Director is authorized to approve loans in accordance with this
subpart and Subpart A of Part 1901 of this chapter. As soon as it
is evident that a loan will be approved, the State Director wll
conplete Exhibit A to Subpart C of Part 2015 of this chapter and
submt to the FmHA Fi nance Ofice through field office termnals
that information contained in FormRD 1944-50, "Multiple Famly
Housi ng Borrower/Project Characteristics.”

Sheet 7
(Revi sion 8)
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XI G (Con.)

The State Director may redel egate approval authority to qualified
State O fice enployees. When a docket or prelimnary application is
received in th State Ofice, the State Director will: (Revised 7-1-
83, SPECI AL PN.)

1 Uilize the services of technicians on the State staff and from
ot her Agencies in evaluating the application.

2 Reviewthe applicant's Articles of Incorporation and Bylaws. |f
they conformto approved forns for the State as provided I n
paragraph IV A 1 b, the State Director need not obtain a prelimnary
opinion fromthe OGC. In all other cases the State Director wll,
and in any case may, submit the docket with any comments or
questions to the OGC for a prelimnary opinion as to whether the
applicant and the proposed | oan neet or can neet the requirenents of
State law and this Instruction.

3 |If additional information is needed to adequately eval uate the
application, return the | oan docket to the District Director with
any comments or recomendations for further processing. (Revised 1-
16-70, SPECI AL PN.)

4 |f the docket is sufficiently conplete to enable the State
Director to determne that the applicant is eligible and the | oan
woul d be sound and proper, issue a proposed nmenorandum of approval
listing any specific conditions that nust be net before | oan

cl osi ng.

5 |If the applicant is not eligible or the oan would not be sound
and proper and the deficiencies cannot be corrected, informthe
District Director accordingly.

X'l APPROVAL OR DI SAPPROVAL OF A LOAN: The provisions of Part 1944, Subpart
E, {1944.231, will be followed. (Revised 02-21-91, SPECIAL PN.)

X1l ACTIONS SUBSEQUENT TO LOAN APPROVAL. After the loan is approved,
actions to be taken will be in accordance with Section 1944. 235 of Part 1944
Subpart E. (Revised 10-27-80, SPECIAL PN.)
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X'V LOAN CLOSI NG

A Applicable instructions. The conplete |oan docket will be sent to
the OCC for closing instructions. RHS loans will be closed in accordance with
appl i cabl e provi sions of Subpart B of Part 1927 of this chapter, and State
I nstructions which supplement this Instruction, and closing instructions of
the OCC, and with the assistance of the approved Attorney, representatives of
the title insurance conpany, or |ocal attorney, whichever is appropriate.

(Revi sed 03-31-92, SPECI AL PN.)

B Mortgage. Unless the OGC determines the formto be inappropriate,
real estate nortgage Form RD 1927-1 (State), "Real Estate Mrtgage for
," will be used for all RHS Section 524 | oans nodified as
prescribed by or with the advise of the OGC with respect to the nane, address,
and other identification of the borrower, the style of execution, and the
acknow edgnment. Additional paragraphs will be included in the nortgage to

read as foll ows:

"The borrower agrees not to discrimnate in the sale of the dwelling
financed under this nmortgage due to a prospective purchaser's race,
color, national origin, sex, religion, age, narital status, or

handi cap. The borrower further agrees to conply with all Federal
State, or local |aws and ordi nances prohibiting discrimnation in
the sale of housing. The borrower's failure or refusal to conply
with this agreenent will be a basis for the FnHA to deny future
requests for participation in its rural housing prograns and
activities.

This instrument al so secures the obligations and covenants of
borrower set forth in Borrower's Loan Resolution of __ (Date)__ ,
whi ch i s hereby incorporated herein by reference. (Revised 03-31-
92, SPECI AL PN.)

C Prom ssory Note. Form RD 1944-52, "Miltiple Fam |y Housing
Prom ssory Note," will be used. Instructions for preparation will be in
accordance with the FM and the follow ng: (Revised 5-1-85, SPECIAL PN.)

1 The total anmount to be shown in the note will be the anobunt of the
| oan shown on Form RD 1944-51. The note will be dated the date of the | oan
closing. (Revised 5-1-85, SPECIAL PN)

Sheet 8
(Revi sion 5)
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XIV C (Cont.)

2 The note will be signed in accordance with Subpart B of Part 1927
of this chapter and the FM for Form RD 1944-52. (Revised 03-31-92, SPEC AL
PN)

3 Paynents shall not be deferred. (Renunbered 5-1-85,

SPECI AL PN)

D Recorded Mortgage. Wen the real estate nortgage is returned by the
recording official, the County Supervisor will retain the original in the
borrower's case folder. |If the original is retained by the recording official
for the county records, a confornmed copy including the recordi ng data show ng
the date and place of recordation and the book and page number wll be
prepared and filed in the borrower's case folder. A copy of the nortgage wll
be delivered to the borrower but will be conforned only if required by State
law or if it is the customof other |lenders in the area.

E Date of Loan Cosing. An RHS |oan is considered closed when the
nortgage is filed for record.

XV ACTI ONS AFTER SITES ARE DEVELOPED: The building sites will be sold on a
nonprofit basis to eligible famlies or organi zati ons as described in
par agraph VI C

A An option, Form RD 440-34, "Option to Purchase Real Property," wll
be executed. the site will be clearly identified by a | and survey.

B The sale price of each individual site will be based on its
apprai sed value and will not be nore than a sufficient amount to pay a
proportionate part of the RHS | oan and any other actual costs of buying,
devel oping, and selling the building site. (Revised 9-2-70, PN 220.)

C The proceeds fromsale of the building sites will be applied on the
RHS | oan and any prior lien or, with the prior approval of the National
Ofice, used in a manner consistent with the purpose of the loan and the
security interest of the Government. The sites will be released fromthe
nortgage in accordance with {1965.110 of Subpart C of Part 1965 of this
chapter or otherwise in accordance with prior approval of the National Ofice.
(Revi sed 2-3-86, SPECI AL PN.)
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XVI SUBSEQUENT RHS LOANS: A subsequent RHS loan is an RHS oan to an
applicant indebted for an initial RHS | oan. Subsequent RHS |oans wi |l be made
on the sane basis as initial RHS | oans. (Revised 6-10-76, PN 208.)

XVIl  COVWPLAI NTS REGARDI NG DI SCRI M NATI ON | N OPPORTUNI TY TO BUY DEVELCPED
SITES: Any applicant wishing to purchase a site financed by an RHS | oan who
bel i eves he has been discrim nated agai nst because of race, color, nationa
origin, religion, sex, handicap, or age may file a conplaint with the County
Supervisor or State Director. Any such conplaint will be handled in
accordance with {1944. 239 of Part 1944 Subpart E

(Revi sed 03-31-92, SPECI AL PN.)

XVII1  SPECI AL REQUI REMENTS FOR RHS SECTI ON 523 LOANS (LOANS TO ORGAN ZATI ONS
PROVI DI NG SI TES FOR SELF-HELP HOUSING) : Loans to organi zations which wl|
provide sites for self-help housing (RHS Sec. 523 Loans) will be made under
the provisions of this Instruction with the foll ow ng exceptions:

A Eligibility. The applicant nust be a nonprofit organi zati on engaged
in assisting self-help projects.

B Interest. The interest rate will be 3 percent per annum on the
unpai d principal balance. (Revised 6-10-70, PN 208.)

C Source of Funds. These will be direct | oans made fromthe Self-Help
Fund.

D Evi dence of Need. Loans to newy formed organi zations will be nade
on the basis of the applicant's providing firminformation as to the numnber
sites to be devel oped and the nanes of eligible bona fide prospective
purchasers who are assured of available hone financing. Loans to
organi zations currently involved in nutual self-help housing projects may be
made wi thout submitting a |ist of nanes or prospective site purchasers. There
must, however, be definite evidence that enough fanmlies are avail able who are
eligible and who will buy the sites when they are devel oped.

E Mil tiple Advances. These |oans nay be di sbursed over a period not
to exceed 18 nmonths fromthe date of the first advance.
(Revi sed 12-19-83, SPECI AL PN.)

F Note Fornms. Form RD 1944-52, "Multiple Fanm |y Housing Prom ssory
Note," will be used. See paragraph XIV C. (Revised 5-1-85, SPECI AL PN.)

Sheet 9
(Revi sion 6)
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G

Mortgage. Unless the OGC determines the formto be inappropriate

in any case, real estate nortgage Form RD 1927-1 (State), "Real Estate

for (Direct Loan)," will be used, nodified as

prescribed by or with the advise of the OGC with respect to the nane, address,

and ot her

identification of the borrower, the style of execution, and the

acknow edgnment. Additional paragraphs will be included in the nortgages to
read as follows:

"The borrower agrees not to discrimnate in the sale of the dwelling
financed under this nortgage due to a prospective purchaser's race,
color, national origin, sex, religion, age, narital status, or

handi cap. The borrower further agrees to conply with all Federal
State, or local |aws and ordi nances prohibiting discrimnation in
the sale of housing. The borrower's failure or refusal to conply
with this agreenent will be a basis for the FnHA to deny future
requests for participation in its rural housing prograns and
activities.

This instrument al so secures the obligations and covenants of
borrower set forth in Borrower's Loan Resol ution of (Dat e) ,
whi ch is hereby incorporated herein by reference." (Revised 03-31-
92, SPECI AL PN)

XI'X Loan Supervision and Servicing: Loan supervision will be provided

according to Subpart C of Part 1930 of this Chapter. Loan servicing will be
provi ded according to Subpart B of Part 1965 of this Chapter.
(Added 12-19-83, SPECIAL PN.)

Attachnents: Exhibits B and C

o000
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((RURAL HOUSI NG SI TE) LOAN TO NON PROFI T CORPORATI ON)

LOAN RESOLUTI ON OF , 19
RESOLUTI ON OF THE BOARD OF DI RECTCRS OF

PROVI DI NG FOR BORROW NG $

TO FI NANCE BUI LDI NG SI TES AND RELATED FACI LI TI ES FOR PERSONS AND FAM LI ES OF
LOW OR MODERATE | NCOVE | N RURAL AREAS, THE COLLECTI ON, HANDLI NG AND

DI SPOSI TI ON OF | NCOVE, THE | SSUANCE OF A PROM SSCRY NOTE AND REAL ESTATE
SECURI TY | NSTRUMENT, AND RELATED MATTERS

Wher eas

(herein referred to as the "Corporation") is a nonprofit corporation duly
organi zed and operating under

(authorizing State Statute)

the Board of Directors of the Corporation (herein referred to as the "board")
has decided to provide building sites and related facilities for eligible
rural residents; the board has determined that the Corporation is unable to
provide such facilities with its own resources or to obtain from other
sources, for such purpose, sufficient credit upon terms and conditions which
the Corporation could reasonably be expected to fulfill.

BE | T RESCLVED:

1. Application for Loan. The Corporation shall apply for and obtain a
loan (herein called "the loan") of $ fromthe United States of
America, acting through the Farmers Home Administration, United States
Department of Agriculture, (herein called "the Government") pursuant to
section 523 (b) (1) (B) or section 524 of the Housing Act of 1949. The | oan
shal |l be used solely for the specific eligible purposes specified or approved
by the Governnent in order to provide devel oped building sites (herein called
"building sites") for eligible purchasers as defined by the Governnent.

2. Execution of Loan Instrunments. To evidence the |oan the Corporation
shall issue a pronmissory note (herein referred to as "the note"), signed by
its President and attested by its Secretary, with its corporate seal affixed
thereto, for the anmount of the |oan, payable two years after date, bearing
interest at a rate, and containing other ternms and conditions prescribed by
the Government. To secure the note and any obligations as required by the
Government, the President and the Secretary are hereby authorized to execute a
real estate security instrument giving a lien upon the building sites and such
other security as the Governnent shall require.

(3-25-70) PN 198
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Exhibit B
Page 2
(Revision 1)

3. Equal Enpl oynent Qpportunity Under Construction Contracts and Non-
discrimnation in the Sale of Sites and In Any O her Benefits of the Loan.
The President and the Secretary are hereby authorized and directed to execute
on behal f of the corporation (a) any undertaki ngs and agreenments required by
the Government pursuant to Title VII1 of the Gvil R ghts Act of 1968
regardi ng nondi scrimnation in the sale, rental, financing, or advertising of
dwelling units or vacant lots to be used for residential purposes, (b) Farmers
Hone Adm nistration Form RD 400-1 entitled "Equal Qpportunity Agreenent”
i ncludi ng an "Equal Opportunity C ause" to be incorporated or attached as a
rider to each construction contract the anount of which exceeds $10, 000 and
any part of which is paid for with funds fromthe |oan, and (c) Farners Hone
Adm ni stration Form RD 400-4 entitled "Nondi scrimnation Agreenent (Under
Title VI, CGvil R ghts Act of 1964)" a copy of which is attached hereto and
nmade a part hereof and any other undertakings and agreenents required pursuant
to Title VI of such Act. (Revised 3-10-71, PN 247)

4, Site Devel opnent Account.

(a) The Corporation shall establish on its books a devel oprent
account which shall be maintained so long as the | oan obligations remain
unsatisfied. Al |oan funds and any revenue received fromthe sale of |oan
for building sites or other purposes shall be placed in said account and shal
be deposited in accordance with Subpart A of Part 1902. Any such funds shal
be held by the corporation in trust for the Governnent as security for the
| oan. Disbursenents may be made only for devel opment costs approved by the
Farmers Hone Adm nistration and for repaynent of the l[oan. (Revised 7-6-81
SPECI AL PN.)

(b) The Corporation shall provide a fidelity bond, with a surety
conpany approved by the Government covering the Treasurer and any ot her
of ficers or enployees who will have custody or control of funds or readily
nmar ket abl e personal property of the Corporation in an amount not |ess than the
esti mat ed maxi mum anount of such funds and property to be held in the custody
or control of the Corporation at any one tine, which amount shall be approved
or prescribed by the Governnent. The United States of Anerica shall be naned
as co-obligee and the anpbunt of the bond shall not be reduced without the
prior witten consent of the Governnent.

(c) A conplete accounting will be nade of all incong,
contributions, and loan funds required by this resolution to be deposited in
the account. FEach expenditure will be identified as to the source of funds
fromwhi ch paynent is nade. Al proceeds fromsales of the building sites
shal | upon receipt be imediately paid on the | oan obligations, unless
ot herwi se specifically authorized by the Governnent in witing.
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5. Reqgulatory Covenants. So |long as the |oan obligations remnain
unsatisfied, the Corporation shall --

(a) Maintain conplete books and records relating to the
Corporation's financial affairs, pronptly furnish the Governnent at the end of
each month a report of all income and expenses, and pernmit the Governnment to
i nspect such books and records at all reasonable times.

(b) Unless the Governnment gives prior consent - -

(1) Not sell sites to other than eligible purchasers.

(2) Not enter into any contract or agreenment for inprovenents
or extensions to the property securing the |oan obligations.

(3) Not cause or pernmit voluntary dissolution of the
Corporation; not nerge or consolidate with any other organizati on, nor cause
or permt any transfer or encunbrance of title to the building sites or any
part thereof or interest therein by sale, nortgage, |ease or other conveyance
or encunbrance, nor engage in any other new business, enterprise, or venture
t han, purchase, devel opment and sale of the building sites.

(4) Not cause or pernmt the issuance or transfer of any stock
borrow any noney, nor incur any liability aside fromcurrent expenses.

(c) Conply with all its agreenments and obligations in or under the
note, security instrument, and any rel ated agreenent executed by the
Corporation in connection with the |oan

(d) Not alter, anmend, or repeal w thout the Governnent's consent this
resolution or the Bylaws or Articles of Incorporation of the Corporation,
whi ch shall constitute parts of the total contract between the Corporation and
the Governnent relating to the | oan obligations.

(e) Do other things as may be required by the Governnment in
connection with the devel opnent of the building sites or with any of the
Corporation's operations or affairs which may affect the sites, the |oan
obligations, or the security.

6. General Provisions.

(a) It is expressly understood and agreed that any |oan nade will be
adm ni stered subject to the imtations of the authorizing act of Congress and
rel ated regul ations and that any rights granted to the Governnment herein or
el sewhere may be exercised by it in its sole and exclusive discretion to carry
out the purposes of the loan, enforce such limtations, and protect the
Government's financial interest in the oan and security.

(3-25-70) PN 198
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(b) The provisions of this resolution are representations to the
Government to induce the Governnment to make a | oan to the Corporation as
aforesaid. |If the Corporation should fail to conply with or perform any
provision of this resolution or any requirenent made by the Gover nnent
pursuant to this resolution, such failure shall constitute default as fully as
default in paynent of anpunts due on the |loan obligations. 1In the event of
such failure, the Governnment at its option nay declare the entire anount of
the | oan obligations i mediately due and payable and, if such entire anount is
not paid forthwith, nmay take possession of and operate the project and proceed
to foreclosure its security, and may enforce all other avail abl e renedies.

(c) Any provisions of this resolution may be waived by the Governnent
inits sole discretion, or changed by agreenent between the Governnent and the
Corporation after the resolution becones contractually binding, to any extent
such provisions could | egally have been foregone, or agreed to in anmended
form by the Governnment initially.

(d) Any notice, consent, approval, waiver, or agreenent must be in
writing.

(e) This resolution may be cited in the security instrunent and any
other instruments or agreenents as the "Loan Resol ution of ,
19 .
date of this resolution

The under si gned, the Secretary of the Corporation
identified in the foregoing Loan Resol ution, hereby certifies that the
foregoing is a true copy of a resolution of the Board of Directors of the
Cor porati on passed on , 19

(Dat e) (Secretary)
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Subordi nati on By The Gover nnent
For Use Wth Rural Housing Site Loan

WHEREAS, The United States of Anerica acting through the Farnmers Home
Adm nistration (hereinafter called the "Governnent") is the holder of the
fol | owi ng-described instrunent(s) executed by
of
County, State of
(hereinafter called the "Borrower")

Title Dat e
of of Dat e Ofice Book Page
I nst runent | nstrunent Fil ed Fil ed _No. _No. _
AND WHEREAS, (hereinafter called the

"Lender") has agreed to provide a loan to the borrower or to a buil der
desi gnated by the borrower to construct a hone on the property described in
this instrunent.

NOW THEREFORE, in consideration of the Lender's agreenent to nake such
loan to the borrower, the Governnent hereby (1) consents to the Borrower
obtaining said loan fromthe |l ender, and (2) agrees to and hereby subordinates
in favor of the Lender and his successors and assigns its liens or security
interests created or evidenced by the above-described instrunment(s) insomuch
as they cover the follow ng described property: (1)

EXCEPT THAT, the Governnent shall retain a first lien or security
interest in the above-described property in an amount of $ (2)_. Such first
lien will be released only when satisfactory evidence is provided indicating
that the lot with conpleted hone is being sold to a fanmily eligible for
assi stance under any section of Title V of the Housing Act of 1949 or under
any ot her |aw which provides financial assistance for housing | ow and
noderate-i ncome famlies and that the benefits of the nonprofit devel opment of
the site are being passed on to the eligible purchaser and that the anmount of
that first lien is paid on the Borrower's Rural Housing Site |oan debt to the
Gover nnent .

This subordination is limted to the anount actually |oaned by the Lender
to the Borrower for the foregoing purpose, but shall not exceed $ (3)_.

(10-27-76) PN 541
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Only the above-described property is affected by this subordination.
Thi s subordination shall not otherw se affect or nodify the obligations
secured by the aforesaid lien instrument(s), and the said obligations shal
continue in force and effect until fully paid, satisfied, and di scharged.

No Menmber of Congress shall be admitted to any share or part of this
agreenment or to any benefit that nmay arise thereupon

I N WTNESS WHERECOF, The United States of Anmerica has caused these
presents to be signed on the day of

19 , pursuant to delegated authority published in 7 CFR, Part 1800.

UNI TED STATES OF AMERI CA

W TNESS: BY

Title
Farners Hone Admi ni stration
U. S. Departnent of Agriculture.
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Instructions For Conpletion of Exhibit C
(1) Insert conplete | egal description of specific lot or lots on which lien

is to be subordinated.

(2) Insert present nmarket value of |lot or prorata amount of RHS | oan, as
determ ned in accordance with Paragraph XV B of RD Instruction 444.8.

(3) This anount shoul d be provided by | ender, however, approval official

shoul d be assured that anount | oaned does not exceed narket val ue of the
house, not including the value of the |lot.

(10-27-76) PN 541



